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About the Corporation: The 
Mercantile Bank of Canada is a 
Canadian chartered bank offering a 
full range of domestic and interna- 
tional banking services directed to- 
ward the corporate borrower. With 
$3.1 billion in assets, the Mercantile 
earned $23.3 million in 1979. Out- 
pacing the Canadian banking indus- 
try, the bank completed the year with 
a 30% or more growth in total earn- 
ings, assets, loans and deposits. In 
1979, 55.4% of the bank’s Canadian 
dollar loans were over $5 million, 
while 78.4% were $1 million or 
larger. The Mercantile has branches 
and offices in 18 commercial centers 
across Canada. 


1979 1978 


Total assets $3,108,981,816 $2,551,0022535 
Total loans $2,285,778, 160 $1,715,606 ,964 
Total revenue $ 320,325,437 $ 197,031,365 
Balance of revenue after provision 

for income taxes $ 23,328,220 $ 17,980,024 
Per share $2.92 $2.25 
Balance of profits for the year $ 16,128,220 $ 13,580,024 
Per share $2.02 $1.70 
Average number of shares 

outstanding throughout year 8,000,000 8,000,000 


FINANCIAL HIGHLIGHTS 


he Mercantile Bank of 

Canada — Who are 

we? Today, certain mis- 

conceptions still prevail 
in the market place regarding the 
identity of the Mercantile. This is not 
difficult to understand. While we are 
a publicly held Canadian chartered 
bank, the nature of our business, our 
size and our historical ownership 
seem to blur the image we project to 
various institutions and individuals 
here in Canada, as well as abroad. 

I could go on at great length ex- 
plaining that we are not a foreign 
bank or a “‘near’’ bank — that we are 
not a ‘suitcase bank”’ or finance 
company. 

I think it is more important 
today to elaborate on who exactly we 
are and how we view ourselves. At 
the same time I would like to explain 
the basic goals we have set for our- 
selves and how we’re trying to accom- 
plish them in the near term. Finally, 
I will address some remarks to how 
we see our future and the applicability 
of our present goals and actions to it. 

One of the misperceptions that 
we are trying to correct is the extent 
of Citibank’s involvement with the 
Mercantile. 

The Mercantile is 75 per cent 
owned by Canadians and our board 
of directors reflects that ownership. 
While our shares are broadly held in 
Canada, Citibank, N.A., an American 
bank, continues to have a slightly 
more than 24 per cent participation. 

Citibank, however, does not 
manage the Mercantile — no man- 
agement contract exists. Mercantile’s 
management, under the guidance of 
our board, initiates the policies and 
activities of the bank. Our board, by 
law, is at least 75 per cent Canadian. 


Mercantile does have a man- 
agement assistance contract with 
Citibank which gives us access to 
Citi's systems, training programs, 
and even its personnel for short tours 
of duty. The Mercantile now has 
only two individuals on loan from 
Citibank — myself and one other. 

Now I'd like to turn to what we 
see as our basic goals. First, we are 
strong believers in private capitalism. 
We believe in the role of profits in a 
capitalistic system. Management 
and the board see the Mercantile’s 
primary goal as return on sharehold- 
ers’ equity. In today’s society, that 
return, or profit, is not merely a matter 
of pricing. To make a good return 
over a long period of time the corpo- 
ration must be a good citizen in the 
broadest sense. The corporation must 
be responsible and responsive to its 
clients, non-clients, employees, share- 
holders and, even, its competition. 

Our primary goal is to achieve a 
20 per cent or better return on our 
shareholders’ equity each year. This 
is a challenge. Banks can make a 
fairly good return on equity in North 
America, but it would be rare to see 
this type of return for a bank national 
in scope. A strong return is possible 
because banks can leverage assets to 
capital to a greater extent than most 
companies. Our leverage is low, 
compared to other Canadian banks, 
while our profits to capital ratio is 
high. 


ow do we continue to 
maintain high profit 
growth? We have delib- 
erately directed our 
business efforts to a market where we 
could get the best return on expenses 
incurred. We basically concentrate 
on businesses as clients, rather than 
individuals. This enables us to have 
fewer employees per assets, as well 


as lower premises costs to assets, 
than other banks. 

This high level of productivity 
allows us to adjust, somewhat better 
than other banks, to inflationary pres- 
sures on costs. We pay a price for 
concentrating on corporate business 
and limiting the number of our 
offices. We have not attracted a 
broad base of deposits from individu- 
als, such as the major banks do. This 
type of deposit has, in the past, been 
somewhat cheaper than money mar- 
ket deposits, and has been considered 
a stable source of funds. 

We fund almost completely at 
money market rates. Sixty per cent of 
our Canadian dollar funds come di- 
rectly from corporate/institutional 
clients, with 40 per cent coming from 
the market. 

This dependence on money 
market funds makes us sensitive to 
the opinion this market may have of 
us. We obviously must appear to 
manage our funding professionally. 
This image of professionalism is nur- 
tured daily with our actions in the 
market. Additionally, we must 
appear to run a good bank. Quality 
of earnings, including loan loss 
experience, is important to us. 

We try to ensure quality in earn- 
ings by broadening our assets by 
clients, industries and geography. 
We limit our exposure by project, 
client, and industry, while keeping 
track of our geographical exposure, 
particularly outside of Canada. By 
broadening our asset base we hope to 
improve the quality of our earnings. 

By concentrating on corporate 
business, we are clearly limiting our 
ability to spread risks, both in lend- 
ing and in funding. This concentra- 
tion may restrict our asset growth in 
the future, and the market has sig- 
naled its desire that we not increase 
leverage significantly. 


TO OUR SHAREHOLDERS 


Earnings on capital are of pri- 
mary interest to us, but growth in 
earnings is of equal concern. Growth 
in earnings enables us to increase div- 
idends, as well as capital through 
retained earnings. This allows us to 
continue to increase our assets. 

Our goals are five-fold. We 
would like to: increase earnings per 
share at 15 per cent per annum over a 
period of time, pay dividends at 
about 30 per cent of earnings, imply- 
ing a |5 per cent increase in div- 
idends over the same period of time, 
and lastly increase capital, through 
retained earnings, and assets, at a 
rate of 15 per cent per annum. 

We believe this type of perfor- 
mance, over a period of time, would 
be remarkable. Such a performance 
should not only impress the money 
markets, but also the stock market. 
The goals not only sound challenging 
— they are challenging. Our past 
record speaks for itself. Our future 
record depends on many variables. 

We attribute much of our past 
success to our organizational struc- 
ture, and to the quality of individuals 
working at the Mercantile. We are a 
relatively small organization, spread 
out over a wide geographical market. 
We have located relatively indepen- 
dent decision centers close to the 
market, while maintaining a highly 
centralized information system for 
management control. 

Our organization structure and 
our target market have enabled us to 
attract young MBA’s directly from 
business schools as well as experi- 
enced financial officers from other 
banks and financial institutions. Our 
management 1s young, both in years 
and outlook. 


We have a reputation in the 
market place of being aggressive and 
innovative. I think this represents us 
accurately. This style of management 
enables us to move rapidly into new 
markets with new products. We are 
not bound by the inertia or bureauc- 
racy of a larger organization. 


hat do we see in the 

future? We believe the 

coming years will see 

major changes in our 
particular market. The increasing 
implementation of electronic com- 
munications is already changing 
relationships between businesses and 
banks and will continue to do so. 
Money market growth will continue 
to supplant traditional banking inter- 
mediation. 

Within the next decade, we can 
clearly expect a more integrated elec- 
tronic funds system that will change 
the relationship between individuals 
and banks, as well as between indi- 
viduals and corporations. 

We expect to be lean enough, 
and flexible enough, to take advan- 
tage of these changing relationships. 

We may well have to change 
our market focus to meet our goals. 
We may well have to re-evaluate our 
goals if inflation continues to be rela- 
tively untamed. We have some lim- 


ited experience in certain markets 
that we may well wish to expand in 
the coming decade. 

We have deliberately limited 
our international lending, as we be- 
lieved the risk was too high for the 
present earning potentials. We have a 
limited consumer loan program in 
the Maritimes which we may wish to 
expand as our electronic capability 
expands. 

We have incorporated a leasing 
company to add service capability for 
our clients, which may expand into 
a significant group of products as com- 
petition builds in this area. 

Finally, our efforts in residen- 
tial real estate mortgages can be 
meaningfully increased as we de- 
velop our term funding ability under 
the long awaited new Bank Act. 

In short, we are proud of our 
accomplishments, and we believe we 
have a lean, flexible institution that 
can hope to effectively compete in 
the 1980’s — we know it won’t be 
easy, and there will be disappoint- 
ments as well as successes — our 
basic optimism comes from being lo- 
cated in one of the most promising 
economies in the world. 


Vag Lvs LBs 


Robert L. Davidson 
President and Chief Executive Officer 


Robert L. Davidson at 
La Grande 2, James Bay. 
The Mercantile Bank of Can- 
ada was the first Canadian 
corporation to hold a meeting 
of its board of directors on 
the site. 
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he Mercantile’s loan 
portfolio spans virtually 
every industrial sector. 
Manufacturing forms the 
largest segment of the bank’s loan 
business comprising 43% of the 
portfolio, with real estate and con- 
struction following at 24%. Loans to 
financial institutions make up 21%, 
while personal and other loans en- 
compass the remaining 12%. 

Manufacturing sector leads 
Mercantile’s portfolio 

The manufacturing sector em- 
ploys 20% of Canada’s work force. 
For the most part, manufacturers 
tend to have a smaller customer base 
with quality accounts, and conse- 
quently form an attractive client 
base. 

Historically, various govern- 
ment regulations have encouraged 
lending to manufacturers. Two fac- 
tors have developed strong competi- 
tion among the chartered banks in 
their marketing approach to manu- 
facturers: the ease with which secu- 
rity can be applied against accounts 
receivables and inventories and the 
introduction of Bankers’ Accep- 
tances. 

Despite recent speculation that 
Canada will experience a slowdown 
in its economy in the near term, we 
have not seen any major reduction in 
capital expenditure programs by this 
sector. 

Taking into account hign in- 
terest rates and our uncertain econ- 
omy, machinery production and 
equipment sales over the past two 
years have been extremely strong. In 
fact, importers and suppliers of manu- 
facturing equipment predict that 
1980 will be a good year, and are 
optimistic about the prospects for 
1981. 


Real estate boom in Western 
Canada 

Real estate markets across 
Canada last year reflected regional 
economic trends, with robust activity 
in British Columbia and Alberta and 
decreasing activity provincially, 
moving West to East. 

This reflects the continuing re- 
source boom of the West and the lull 
in Quebec as a result of political un- 
certainties. Residential construction 
starts continued their 5 year decline, 
as inflation aggravated mounting 
house prices and high interest rates 
deterred both builders and buyers. 

In the commercial building 
market, Central and Western Cana- 
dian cities were the beneficiaries of 
major building programs, but only in 
Calgary is demand likely to match 
supply. In other commercial mar- 
kets, shopping center construction 
activity continued strong with a 
noticeable slowdown in construction 
of large regional centers, as markets 
have matured and the major retailers 
have been slower in making com- 
mitments. Growth of smaller com- 
munity sized centers, though, ap- 
peared to be on the upswing. 

1980 will likely be a year of 
consolidation for North American 
real estate markets. Continued high 
interest rates and an uncertain 
environment will impact on new de- 
velopments and absorption of exist- 
ing loans will likely slow as real 
estate buyers hesitate in taking on 
new commitments. 


We will continue to serve our 
clients during this unsettled period 
by financing well conceived projects 
and offering creative terms, based on 
initial analysis. 

Mercantile active participant 
in oil and gas 

The rapid escalation of pet- 
roleum prices during the 1970’s has 
resulted in the development of pre- 
viously uneconomic reserves and 
aggressive exploration for new 
reserves. 

Mercantile, through its Calgary 
based Oil and Gas Department, has 
been an active participant in the sub- 
stantial financing requirements pro- 
vided by the rapid expansion of this 
industry. 

We have been involved in 
financing pipelines, both nationally 
and internationally, exploration, the 
development of oil and petroleum 
properties, as well as corporate ac- 
quisitions in both Canada and the 
U.S. In addition, Mercantile has par- 
ticipated in petroleum-related corpo- 
rate expansions, refinery expansions 
and construction. 

During the 1980’s considerable 
emphasis will be placed on Canada’s 
drive towards energy self-sufficiency. 
To attain self-sufficiency and main- 
tain the industry’s current level of 
activity will require massive financing. 

1980 should be just as strong as 
the past year, with drilling being en- 
couraged through provincial and 
federal incentives. The extension of 
natural gas transmission networks 
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to Eastern Canada, the development 
of heavy oil reserves and the imple- 
mentation of improved recovery tech- 
niques in conventional and heavy oil 
will maintain the past vigorous activ- 
ity level in the petroleum industry. 

Transportation sector 
continues strong growth 

Canada’s transportation indus- 
try performed well in 1979. During 
the year, Mercantile provided 
financing across Canada for fixed 
asset acquisitions in trucking, ship- 
ping and air transport. 

Trucking makes up Mercantile’s 
largest client base in this sector, with 
our revolving term loan facilities 
uniquely suited to meet equipment 
financing needs. 

Air transport is the next largest 
sector, followed by shipping. 

In each industry, Mercantile 
term loans, tailored to the life expec- 
tancies of the equipment in ques- 
tion, be it jets, bush planes, helicop- 
ters, freighters or ocean tugs, have 
assisted clients achieve their objec- 
tives, both for growth and diversifi- 
cation. 

We do not expect 1980 to be as 
prosperous a year for the transporta- 
tion industry. Nevertheless, Mercan- 
tile will actively seek to expand its 
presence, particularly in air transport, 
where many carriers are planning 
large capital programs to replace 
aging fleets. 

Exchange rates favoured 
forest industry in 1979 

Nearly all sectors of the forest 
industry performed extremely well in 
1979. Mercantile remained well 
represented in the industry. Asset 
growth was particularly oriented to 
expansion of our clients’ exporting 
capabilities and continuous modern- 
ization of existing plants to maintain 
international competitiveness. 


Canada’s forest industry is one 
of our largest and most consistent 
sources of export revenue, with ex- 
change rates favouring the Canadian 
producer in 1979. Our clients make 
extensive use of our foreign ex- 
change facilities to hedge against 
fluctuations. 

In the short term, the Canadian 
forest industry can expect lower 
profits, particularly in the lumber, 
plywood and board sectors, which 
are so heavily dependent on the 
North American housing industry. 
Newsprint and chemical grade wood 
pulp will continue to be in high de- 
mand. Spurred by high cash flow, 
the newsprint and pulp sector will 
continue to make heavy commit- 
ments to capital expenditure pro- 
grams. Mercantile will participate in 
meeting their long term financing 
requirements. The lumber and 
plywood sector can be expected to 
aggressively pursue non-traditional 


markets in Europe and Asia. To assist 


our clients, we will be providing ex- 
port financing, collection on docu- 
mentary letters of credit and nego- 
tiation of foreign exchange contracts. 

Restaurants offer attractive 
banking opportunities 

The consolidation of individual 
franchise outlets, the emergence 
of specialty chains and the growth of 
two income families in the last dec- 
ade have created attractive banking 
opportunities in the food service in- 
dustry. Traditionally this industry 
has specialized in ‘‘mom and pop”’ 
style operations, but computer as- 


sisted portion control and effective 
mass marketing have made multiple 
unit operations feasible in the 1970’s. 

We realized that asset based 
lending was inadequate to finance 
heavy start-up expenditures and took 
the opportunity to develop an in- 
novative lending package based on 
high quality cash flow. By identify- 
ing major chains in the industry we 
have built a solid portfolio of loans 
involving high growth customers. 

We recognize the risks of loan- 
ing to this sector and our exposure 
will always take into account the 
need to avoid concentration in any 
single concept or market. 

Substantial capital required 
for mining industry 

Mining is a key component in 
our resource based economy. Large 
sums of capital are required to de- 
velop new mine sites and ancillary 
site milling equipment. These sums 
frequently exceed the prudent capa- 
bility of a single private institution, 
creating a need for consortium 
lending. 

Mercantile has participated in 
providing long term funds for new 
mine development, both in Canada 
and abroad. Our participation 
will continue to expand with the 
depletion of existing mine sites. 

While these industries make up 
the majority of our portfolio, we 
know with equal certainty that there 
will be new and different industries 
and markets to pursue in the future. 


WITH THE CANADIAN MARKET 


ercantile Bank’s per- 
formance in 1979 
was gratifying to the 
management of the 
bank and, we hope, to you, the 
shareholders. 
Earnings per share 
In the year, our earnings per 
share were $2.92, an increase of 
29.7% from the $2.25 last year, 
which was itself up 27.8% from 
1977. This 1979 growth looks par- 
ticularly good when compared to the 
banking industry’s growth in earn- 
ings per share which was less than 
half that of Mercantile. 
Looking back five years, Mer- 
cantile has had a compounded growth 
in E.P.S. of 26.8%. The only year 


the bank’s E.P.S. growth faltered 
was 1977, a year in which loan de- 
mand was soft and spreads were 
depressed. 

The balance of profits per share 
for 1979 was $2.02, up from $1.70 
in 1978. Balance of profits is balance 
of revenue, the real earnings of the 
bank, after an appropriation for 
losses, a discretionary transfer to the 
bank’s loan loss reserves. Average 
shares outstanding have been flat at 
eight million shares since 1976. In 
1975, the year in which our share 
issue program was completed, the 
average shares outstanding were 
T5282, 000) 


Balance of revenue after tax 

In dollar terms, the earnings of 
the bank in 1979 were $23.3 mil- 
lion. The five year compound growth 
rate in earnings was 35.4%; this is 
greater than the growth rate in earn- 
ings per share due to there being ~ 
fewer average shares outstanding in 
1975. The effective tax rate was 
17.2% for the year, down from 
17.8% last year and flat with 1977. 
The low tax rate reflects the purchase 
of preferred shares and income de- 
bentures by the bank, the income 
from which is received tax free. Lit- 
tle future growth is expected in these 
tax effective securities, due to a 
change in tax legislation. 


Per Share Statistics 


($ per share) 
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Balance of Revenue After Tax 
($ millions) 


Balance of 

Revenue 

After Tax 

Effective 

Tax Rate 

(per cent) 
yale Balance of Balance of 1975 38.6 
Revenue Profits 1976 32.4 
After Tax 1977 Wie 
1978 17.8 
Average Shares 1979 17.2 


Outstanding (000) 


1975 7,282 
1976 8,000 
1977 8,000 
1978 8,000 
1979 8,000 


THE MERCANTILE’S YEAR IN REVIEW 


Asset growth 

This earnings growth is sub- 
stantial. But how was it accomplish- 
ed? One factor is our substantial 
asset growth. Total assets of the 
bank at year end were $3.1 billion, 
up from $2.3 billion last year, an in- 
crease of 33.3%. This is the first time 
the bank has hit the $3 billion mark 
and it was only two years ago that we 
celebrated the $2 billion level. 

Since 1975 the assets of the 
bank have increased, on average, 
34.8% per year. A great deal of our 
growth in assets resulted from in- 
creased foreign currency business. 
Much of this was U.S. dollar loans, 
basically to Canadian borrowers 
for use both in Canada and the U.S. 
Part of it was for Eurodollar loans 


and part of it was for U.S. dollar 
liquidity. 
Interest spreads 

A second factor impacting on 
our earnings performance is interest 
spreads. The actual spreads for 
the year were 1.63%, compared to 
1.80% last year. However, the sig- 
nificant spread figure is the adjusted 
spread, which is the actual spread 
adjusted for the effect of the divi- 
dend income from income debentures 
and preferred shares. 

The adjusted spreads for three 
out of the last five years were in the 
narrow range of 2.36% to 2.45%. In 
1977 interest spreads were narrow 
as the Canadian bank and prime 
rates dropped very rapidly. In 1975 
spreads were wide as short term 


money market rates declined reflect- 
ing a decrease in demand for credit. 
At the same time, administered rates 
remained high in order to encourage 
corporate borrowers to borrow off- 
shore. In 1979 both Canadian and 
U.S. prime rates moved up very 
sharply and averaged 12.33% and 
12.13% for the year, up 3.18% for 
the Canadian prime and 3.57% for 
the UzSs prime: 

Cost of funds also moved up 
rapidly and in some instances ex- 
ceeded prime rates. However, be- 
cause of the lag effect in average 
costs reflecting the change in rates, 
our spreads in 1979 remained 
acceptable. 


Total Assets (Year End) 


Interest Spread 


(Cdn. $ millions) (per cent) 
0 500 1000 1500 2000 2500 3000 0 2 4 6 8 10 12 
H 
a 
1976 of a | 10.08 
a 
— = le : 
H 5.48 6.98 
a 
a 
—_— ££ oe [sam wai 
u 
1978 * 8.24 9.15 
| 
a a 
growth OED : 
a 
og Canadian ‘Foreign Total H aay) koe 
Dollar Currency zs 
10.95 12.13 
1975 1,190.9 97.3 1,288.2 
1976 1,576.9 131.2 1,708.1 rr 
1977 iL ONL 2 362.0 DAQOS7 ; 
1978 1,690.3 641.3. 2,331.6 ACs ee cisied 
1979 1,910.0 1,199.0 3,109.0 1975 Dee, 3.28 *Rates are annual averages of 
1976 ~=.2.01 2.42 Bank of Canada monthly data 
1977 1.49 2.07 
1978 1.80 2.45 
1979 1.63 2.36 
Canadian US. 
Prime* Prime* 
90 Day 90 Day 
Canadian U.S. Commercial 
Deposit Rates* Paper Rates* 


Other operating revenue 

The remaining factors affecting 
our profit performance were non- 
interest related income and, of 
course, expenses. Other operating 
revenue, that is, non-interest rev- 
enue, was $14.2 million for the 
year, up from $8.7 million in 1978. 
On average over the past five years 
the bank’s growth in non-interest 
revenue has been 19.6% per year, 
with the growth rate in foreign ex- 
change earnings slightly exceeding 
that in fees and commissions. 

The year 1979 was a very 
strong one for foreign exchange earn- 
ings: at $4 million, they were up $1.9 
million from 1978 and up $500 
thousand from 1977. | 


Mercantile Bank is an active 
participant in the foreign exchange 
market, with a solid team of profes- 
sionals. During the year we have 
taken advantage of favourable for- 
eign exchange market conditions 
as indicated by wide movements in 
foreign exchange rates. While for- 
eign exchange trading is not riskless, 
prudent controls are in place to mon- 
itor our foreign exchange activities. 
Other operating expenses 

In 1979, other operating ex- 
penses were $31.6 million, an in- 
crease of 26.4%. Excluding the five 
year average loan loss amount, the 
expenses in 1979 were $25.6 million 
and since 1975 they have grown by 
an average of 22.9% per year. This 
growth rate in operating expenses be- 


fore the five year average loan loss 
addition compares to an average 
growth rate in total assets of 34.8%. 

During the year the bank 
opened at three locations, bringing 
the total number of branches and rep- 
resentative offices to 19. We opened 
representative offices in Mississauga 
and Windsor in Ontario and in Saska- 
toon in Saskatchewan. The total staff 
at year end was 737, an increase of 
96 persons, or 15%. This growth in 
staff is reflected in the increase in 
staff expenses which, at $12.9 mil- 
lion, are up 28.1% for the year. The 
remaining increase in staff expenses 
is due to merit and promotion in- 
creases for staff who were with the 
bank prior to the start of 1979. 


Other Operating Revenue 
($ thousands) 


Other Operating Expenses 


($ thousands) 


0 2 4 6 8 10 12 14 0 5 10 {15 20 25 30 
S your EE 2 19.6% 5 year 22.9% 26.9% 
growth growth 
rate F rate 
Foreign Fees and | Total Staff Premises Other Sub- 5 Year Total 
Exchange Commissions Total Average 
1975 1,536 5,425 6,961 es 
1976 1,306 5,843 7,149 1975 DA S2, 9 22029 3,091 11,402 932 12,334 
1977 3,536 5,620 9,156 1976 7,301 2,263 3,895 13,459 29) 15,738 
1978 2,076 6,633 8,709 1977 8,501 Deis) 5,464 16,690 3,851 20,541 
1979 4,023 10,189 14,212 1978 10,074 3.098 6,827 19,999 4,977 24,976 
1979 12,908 3,467 9,178 25,553 6,021 31,574 
Branches and Employees 
Representative (year end) 
Offices 
1975 13 485 
1976 13 498 
1977 15 S71 
1978 16 641 
1979 19 737 


Loan losses 

Turning for the moment to the 
loan loss situation for the bank: the 
five year average loan loss in 1979 
was $6.0 million, up from $5 million 
last year. However, the actual loan 
losses in 1979 were $3.2 million in 
the year, down from $6.4 million last 
year. The 1979 actual loan loss was 
the second lowest in the last five 
years. Because of the averaging 
mechanism, the profit and loss state- 
ment was charged with $6 million. 

The difference of $2.8 million 
between the actual loss experience 
and the five year average loss experi- 
ence becomes an increase to the 
accumulated appropriations for 
losses. 


The loan loss ratio in 1979 for 
the bank was 0.2623%, down from 
0.2948% last year. The loan loss ra- 
tio is the average of the actual loan 
losses for the most recent five year 
period expressed as a per cent of re- 
lated loans. We believe that this ratio 
is the most realistic measure of a 
bank’s loss performance. 

The bank is quite satisfied with 
its loan quality and believes the $3.2 
million actual loss experience at Oc- 
tober 391979 Miruly reflects thetex— 
pected loss of the bank at that point 
in time. 


Total assets by type 

Corporate loans and mortgages 
comprise 65.1% of the assets of the 
bank. However, the total financing 
to clients is really represented by cor- 
porate loans and mortgages together 
with Eurodollar loans and tax effec- 
tive assets. These total 76.7% of the 
bank’s assets. Tax effective assets are 
income debentures and preferred 
shares. Reserves and other liquidity 
comprise 20.3% of the bank’s total 
assets. 


Loan Losses 
(per cent) Five Year Average Loss Ratio 


0 0.10 


0.20 


1975 


1976 


1977 


1978 


1979 


Total Assets by Type as at Year End 


(Cdn. $ millions) 


growth 
The Mercantile Bank Industry ae Reserves Tax Corporate Eurodollar Other Total 
and Other Effective Loans and Loans Assets 
Loan Loss Experience Liquidity Assets Mortgages 
(UAE) 1975 175.6 78.0 963.1 20.0 51.5 1,288.2 
ited Actual Ver Mresees 1976 292.3 133.6 ioe 42.7 66.2 1,708.1 
8 Be erdptiationt 1977 363.8 223.8 Leia 89.5 58.4 2,063.2 
1978 393.8 195.0 1,508.4 154.8 79.6 2,331.6 
1975 932 1,149 (217) 1979 631.7 166.6 2,024.9 192.4 93.4 3,109.0 
1976 2,279 4,227 (1,948) 
1977 3,851 5,441 (1,590) 
1978 4,977 6,404 (1,427) 
1979 6,021 3,237 2,784 


Canadian loans by sector 

The bulk of the Canadian dollar 
loans, 43.0%, is made to industrial 
and merchandising organizations, 
followed by real estate and construc- 
tion loans which comprise 24.3% of 
the total. Canadian dollar real estate 
and construction loans are primarily 
project oriented to public and private 
developers. They are for land develop- 
ment and commercial and residential 
construction. 


Most of the largest Canadian 
public realty companies are on our 
client list. Our real estate loans are 
roughly evenly distributed across 
Canada, with greater growth being 
experienced in the West, reflecting 
national trends. Our record of lend- 
ing to this industry has been exem- 


plary due to our continued emphasis 


on borrower and project quality. 

Canadian loans by size 
Mercantile Bank is corporate 

oriented and tends towards large 


loans: 55.4% of our Canadian dollar 


loans are greater than $5 million. 
However, our market is in the $1 
million plus area. Loans of $1 million 
or greater comprise 78.4% of our 
Canadian dollar loans. 


In measuring our achievements, 
we naturally look at overall indica- 
tors of performance, such as earnings 
per share growth and loan growth, 
which can be seen directly on the pub- 
lished financial statements. However. 
there are other indicators which 
we use and on which our overall prof- 
itability performance is dependent. 


Canadian Loans by Sector* 
(Cdn. $ millions) 


Canadian Loans by Size* 
(Cdn. $ millions) 


Personal Industrial Real Estate Financial Other Total 

Loans and and and Institutions Loans 

Mortgages Merchan- Construction 

dising 

1975 85.0 400.5 DD 70.8 99.7 868.2 
1976 99.8 517.9 279.2 129.1 99.7 it PSST 
1977 114.8 341-2 274.9 245.6 76.8 Ih 2931.3) 
1978 110.0 $12.9 33) 269.5 83.4 1,289.1 
1979 104.0 687.4 388.0 330.5 88.6 1,598.5 


*(As at September 30) 


Less than $200,000 to $1,000,000 to Greater than Total 
$200 ,000 $1,000,000 $5,000,000 $5,000,000 
1975 65.2 52.8 342.0 408.2 868.2 
1976 125.7 43.3 305.1 651.6 e255) 
1977 208.7 51.9 302.5 690.2 125353 
1978 214.5 54.9 300.6 719.1 1,289.1 
1979 278.8 67.3 367.0 885.4 1,598.5 


*(As at September 30) 


Assets per employee 

One of these is a measure of 
productivity: assets per employee. At 
year end each employee at Mercan- 
tile Bank supported $4.2 million in 
assets, up from $3.6 million or up 
16% from last year. This increase is 
partly a function of inflation; how- 
ever, the relationship has significance 
and we watch it carefully. 


The comparison of Mercantile’s 
assets per employee of $4.2 million 
to the same ratio for the banking in- 
dustry of $1.4 million is not neces- 
sarily valid because of the different 
mix of business at Mercantile Bank 
compared to the industry. Mercantile 
is a corporate bank and consequently 
is not as labour intensive as others 
in the banking industry which have 
a high proportion of consumer 
business. 


Deposits 

Another ratio which is watched 
closely is liquidity in relationship to 
deposits. At October 31, 1979, the 
total deposits of the bank were $2.9 
billion and liquidity was $631.7 
million. Liquidity, as a proportion 
of deposits, was 22.1%. This is a 
measure of the protection the bank 
has against a credit squeeze. Liquid- 
ity here is defined as cash, short 
term deposits with banks, market 
securities and day or call loans to 
investment dealers. 


Assets per Employee 
($ millions) (Employees at Year End) 


Deposits 


(Cdn. $ millions) 


Ratio of Reserves 
and Other Liquidity 
to Total Deposits 


Total Deposits 


0 500 
1975 1975 
1976 1976 
OTe 1977 
1978 1978 
1979 1979 
rate 
The Mercantile | Bank Industry Reserves and 
Other Liquidity 
1975 ISS) 
197 Oe 29203 
1977 363.8 
1978 393.8 
1979 = 631.7 


1,138.8 15.4% 
1,568.2 18.6% 
1,894.6 19.2% 
2,139.4 18.4% 
2,854.8 22.1% 


Total capital funds 

Another area monitored is that 
of capital and the relation of assets to 
capital. Total capital funds of the 
bank at October 31, 1979, were 
$143.5 million, more than double the 
figure of five years ago. Issuing new 
shares or debentures and retaining 
earnings are the primary methods by 
which capital funds can be increased. 
In addition, the reserve for losses, 
that is accumulated appropriations 
for losses, can be increased, basi- 
cally through appropriating earnings 
of the bank to the reserve account 
instead of letting them flow to the 
equity accounts. 


Leverage (assets/capital) 

The relation of assets to capital, 
or the leverage of the bank, was 
21.7 times at year end. That is to say 
that every dollar in capital funds sup- 
ports $21.70 in assets. In 1979 the 
leverage of the bank compared fa- 
vourably to that of the banking indus- 
try, which was 24.1 times. The lev- 
erage at the end of fiscal 1976 was 
higher than the current leverage be- 
cause at that time the bank had not 
issued any debentures, a situation 
which was rectified in January 1977. 

The bank’s attitude on leverage 
is that our benchmark will be the in- 
dustry’s average; however, at this 
time the bank has decided to keep 
our leverage lower than that of the 
industry. 


Return on average assets . 

One of the acid tests of a bank 
is how well it does with the re- 
sources it has. A measure of this is 
the return on assets, that is after-tax 
earnings as a per cent of average 
assets. 

Mercantile returned 0.86% on 
assets, or $8.60 for every $1,000 in 
assets, up from $8.40 last year. The 
banking industry returned $5.50 
for every $1,000 in assets and this 
is down from $6.10 in 1978. 

Mercantile Bank has been be- 
low $8.40 for each $1,000 in assets 
only once in the last five years. In 
1977 the Bank returned $7.50, due to 
very narrow spreads that year. 


Total Capital Funds 


Leverage (assets/capital) 


($ millions) 
0 40 80 120 0 5 
1976 
1978 
; ae 1979 
Deben- Capital Rest Undivid- Sub- Accumu- Total 
tures Stock Account ed Profits Total lated Ap- Capital 
propria- Funds 
tions For 
Losses 
1975 0 40.0 14.4 3.9 58.3 8.0 66.3 
1976 0 40.0 AAD 1.4 6274 wales Weill ; 
i977 300° 400 27.0 1.0 98.0 16.6 114.6 The Mercantile 
1978 30.0 40.0 35.0 0.6 105.6 19.4 125.0 
1979 =30.0 40.0 45.0 0.1 115.1 28.4 143.5 
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Return on equity 

Return on assets converts to 
return on shareholders’ equity. 
Mercantile returned 22.4% on equity 
in 1979, up from 20% last year. This 
compares favourably to the 16.7% 
return on equity for the banking in- 
dustry. Equity here includes accu- 
mulated appropriations for losses, 
most of which can be transferred 
down to the equity accounts of the 
bank and thus, in our opinion, should 
be considered a form of equity in 
the bank. 


We at Mercantile Bank are 
proud of our performance. Not only 
have we set new heights for ourselves 
but we have performed favourably in 
relation to our competitors. Part of 
our success was due to the nature of 
our business and the continuing suc- 
cess we have had with the corporate 
borrower. 


We like to think that our clients 
are attracted to Mercantile Bank be- 
cause of the quality of our organiza- 
tion. Quality service can only be pro- 
vided by quality people. We would 
like to thank the clients of the bank 
for their continued confidence and 
would especially like to thank the 
employees of the bank. Without their 
enthusiasm and hard work our bank 
wouldn't be as interesting or as 
successful. 


Return on Average Assets 


(per cent) 
0 0.25 0.50 0.75 1.00 N25 0 ) 
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Return on Equity Including 
Accumulated Appropriation (per cent) 
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Revenue 


Expenses 


Statement of Revenue, Expenses and Undivided Profits 


For the Financial Year Ended October 31, 1979 
(with comparative figures for 1978) 


Income from loans 
Income from securities 
Other operating revenue 
Total revenue 
Interest on deposits 
Salaries, pension contributions and other benefits 
Property expenses including depreciation 
Other operating expenses, including provision for 


losses on loans based on five-year average 
loss experience 


Total expenses 
Balance of revenue 


Provision for income taxes relating thereto (note 2) 


Balance of revenue after provision for 
income taxes 


Appropriation for losses, net of income taxes 


Balance of profits for the year 


Dividends 


Undivided profits at beginning of year 


Transferred to Rest Account 
Undivided profits at end of year 


Balance of revenue per share after provision for 
income taxes based on average shares 
outstanding 


Balance of profits per share based on average 
shares outstanding 


See notes to financial statements. 


1979 
$274,959,223 


31,154,308 
14,211,906 
320,325,437 
260,594,073 
12,907,560 
3,467,057 


15,198,527 
292,167,217 
28,158,220 
4,830,000 


23,328,220 


7,200,000 
16,128,220 


6,560,000 
9,568,220 


572,083 
10,140,303 


10,000,000 
$ 140,303 


$2.92 


$2.02 


19/S 
$162,555,483 


25,767,186 
8,708,696 
1972031,365 
150,185,693 
10,073,819 
3,097,690 


11,804,139 
175,161,341 
21,870,024 
3,890,000 


17,980,024 


4,400,000 
13,580,024 


6,000,000 
7,580,024 


992,059 
8,572,083 


8,000,000 
$ 572,083 


$2.25 


$1.70 


Assets 


Statement of Assets and Liabilities 
as at October 31, 19739 
(with comparative figures for 1978) 


Cash and due from banks 


Cheques and other items in transit, net 


Total cash resources 


Securities issued or guaranteed by 
Canada, at amortized value 


Securities issued or guaranteed by 
provinces, at amortized value 


Other securities, not exceeding 
market value 


Total securities 


Day, call and short loans to 
investment dealers and brokers, 
secured 


Other loans, including mortgages, 
less provision for losses 


Total loans 


Bank premises, at cost, less amounts 
written off 


Customers’ liability under acceptances, 
guarantees and letters of credit as 
per contra 


Other assets 
See notes to financial statements. 


LL nA 


Robert L. Davidson 
President & Chief Executive Officer 


1979 
$ 428,414,124 


163,791 
428,577,915 


104,398,595 


99,514 


200,951,516 
305,449,625 


104,181,007 


2,181,597,153 
2,285,778,160 


5,098,838 


81,022,725 


3,054,553 
$3,108,981,816 


1978 
$ 156,324,599 


33,716,627 
190,041,226 


110,569,467 


235,741,711 
346,311,178 


66,350,000 


1,649,256,964 
1,715,606,964 


4,585,267 


63,027,674 


12,030,226 
$27334,0027565 


Liabilities 


Capital Funds 


Deposits by Canada 

Deposits by provinces 

Deposits by banks 

Personal savings deposits, payable 
after notice in Canada in 
Canadian currency 

Other deposits 

Total deposits 


Acceptances, guarantees and 
letters of credit 


Other liabilities 


Accumulated appropriations for losses 


Debentures issued and outstanding 
(note 1) 

Capital Stock: 
Authorized — 8,000,000 shares, 
par value $5 each; issued and 
fully paid — 8,000,000 shares 


Rest account 


Undivided profits 
Total capital funds 


T. Sean Ahern 
for Chief General Manager 


1979 
$ 2,314,423 


23,780,273 


749,990,424 


8,340,676 


2,070,348,562 
2,854,774,358 


81,022,725 
29,661,499 


28,382,931 


30,000,000 


40,000,000 
45,000,000 


140,303 
115,140,303 
$3,108,981,816 


1978 
$ 4,561,712 


2O3702000 


521,634,600 


6,800,066 


1,580,006,836 
2139/36 1, 174 


63,027,674 
4,183,282 


19,438,322 


30,000,000 


40,000,000 
35,000,000 


572,083 
105,572,083 
$233 1,602,535 


Statement of Accumulated Appropriations for Losses 


For the Financial Year Ended October 31, 1979 
(with comparative figures for 1978) 


Accumulated appropriations at 
beginning of year: 


Tax-paid 
General 
Total 


Add (deduct): 


Appropriation from current year’s 
operations, net of income taxes 


Loss experience on loans less 
provision included in other 
operating expenses (note 3) 


_ Profits (losses) on securities, 
including provisions to reduce 
securities other than those of 
Canada and its provinces to values 
not exceeding market 


Income tax credit related to 
appropriation from current year’s 
operations less a provision for 
income taxes of $31,000 in 1978 on 
profits on securities 


Accumulated appropriations at end 
of year 


Tax-paid 


General 


Statement of Rest Account 
For the Financial Year Ended October 31, 1979 
(with comparative figures for 1978) 


Balance at beginning of year 


Transferred from undivided profits 
Balance at end of year 


See notes to financial statements. 


1979 


3,717,789 
15,720,533 
19,438,322 


7,200,000 


2,784,418 


(1,039,809) 


28,382,931 
12,187,118 


16,195,813 
28,382,931 


1979 
35,000,000 


10,000,000 
45,000,000 


1978 


7,940 
16,589,046 
16,596,986 


4,400,000 


(1,427,678) 


(929,986) 


799,000 


19,438,322 
3/01, 789 


15,720,533 
19,438,322 


1978 
27,000,000 


8,000,000 
35,000,000 
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1. Debentures 


2. Income Taxes 


x} 


21 


Loan Loss 
Experience 


Notes to Financial Statements 
October 31, 1979 


9% debentures maturing January 3, 1997. The 
debentures are redeemable at the holder’s 
option on January 3, 1987 provided the option 
is exercised between January 15 and July 15, 
1986. Pursuant to the applicable provisions of 
the Bank Act and the Trust Indenture, the 
debentures are subordinate in right of payment 
to the deposit liabilities and certain other 
liabilities of the Bank. 


The aggregate provision for income taxes is 
made up as follows: 


Statement of Revenue, Expenses and Undivided 
Profits 


Statement of Accumulated Appropriations 
for Losses 


The loss experience on loans less provision 
included in other operating expenses 
consists of: 


Loss experience for the year on loans 


Less provisions for losses on loans based on 
five-year average loss experience included in 
other operating expenses in the Statement of 
Revenue, Expenses and Undivided Profits 


Net change in accumulated appropriations 
for losses 


Auditors’ Report to the Shareholders 


We have examined the Statement of Assets 
and Liabilities of The Mercantile Bank of Canada 
as at October 31, 1979 and the Statements of 
Revenue, Expenses and Undivided Profits, 
Accumulated Appropriations for Losses and Rest 
Account for the year then ended. Our 
examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as we considered necessary in the 
circumstances. 


1979 1978 
$30,000,000 $30,000,000 
$ 4,830,000 $ 3,890,000 

— (799,000) 

$ 4,830,000 $ 3,091,000 
$ 3,236,535 $ 6,404,492 
6,020,953 4,976,814 

$ (2,784,418) $ 1,427,678 


In our opinion, these financial statements 
present fairly the financial position of the Bank as 
at October 31, 1979 and its Revenue, Expenses, 
Undivided Profits, Accumulated Appropriations 
for Losses and Rest Account for the year then 
ended on a basis consistent with that of the 
preceding year. 


Montreal, Quebec 
December 4, 1979 


J. R. Brown, C.A. 
of Peat, Marwick, Mitchell & Cie 


¢. A. Poissant, C.A. 
of Thorne Riddell & Cie 


Ten-Year Statistical Review 


Statement of Revenue, Expenses and Undivided 
Profits as at October 31 

Revenue: 

Income from loans 

Income from securities 

Other operating revenue 


Total revenue 


Expenses: 

Interest on deposits 

Salaries, pension contributions and other benefits 

Property expenses including depreciation 

Other operating expenses, including provision 
for losses on loans based on five-year average 
loss experience 


Total expenses 


Balance of revenue 
Provision for income taxes relating thereto 


Balance of revenue after provision for income taxes 
Appropriation for losses, net of income taxes 
related thereto 


Balance of profits for the year 
Dividends 


Balance of revenue per share after provision for 
income taxes based on average shares 
outstanding (note) 


Balance of profits per share based on average 
shares outstanding (note) 


Condensed Statement of Assets and Liabilities 

as at October 31 

Assets: 

Cash resources 

Government and other securities 

Loans, including mortgages 

Bank premises 

Customers’ liability under acceptances, guarantees 
and letters of credit as per contra 

Other assets 


Total assets 


Liabilities and Capital: 

Deposits 

Acceptances, guarantees and letters of credit 
Other liabilities 

Accumulated appropriations for losses 

Total capital funds 


Total liabilities and capital 


Note: 


Per share figures have been adjusted to reflect a two for 


one share split in 1972 and six issues of new shares 


during the period from March 30, 1972 to April 14, 1975. 


1979 


274,959,223 
31,154,308 
14,211,906 


320,325,437 


260,594,073 


12,907,560 
3,467,057 
15,198,527 
292,167,217 


28,158,220 
4,830,000 


23,328,220 


7,200,000 


16,128,220 
6,560,000 


$2.92 


$2.02 


428,577,915 
305,449,625 
2,285,778,160 
5,098,838 


81,022,725 
3,054,553 


3,108,981,816 


2,854,774,358 
81,022,725 
29,661,499 
28,382,931 
115,140,303 


3,108,981,816 


1978 


162,555,483 
25,767,186 
8,708,696 


197,031,365 


150,185,693 


10,073,819 
3,097,690 
11,804,139 
175,161,341 


21,870,024 
3,890,000 


17,980,024 


4,400,000 


13,580,024 
6,000,000 


$2.25 


$1.70 


190,041,226 
346,311,178 
1,715,606,964 
4,585,267 


63,027,674 
12,030,226 


2,331,602/535 


2,139,381,174 
63,027,674 
4,183,282 
19,438,322 
105,572,083 


2,331,602,535 


4977 


135,050,0§ 
23,462,937 
O85, 5) 


167,668,5! 


130,174,4( 


8,501,06 
2,724,5¢ 
9,314, 6( 
150,714, 6¢ 


16,953/2% 
2,909,0( 


14,044, 9¢ 


2,420,0( 


11,624,9( 
6,000,0( 


Sie 


$1. 


114,016,4 
336,745,01 
1,554,384,3: 
4,245,6. 


48,903,75 
4,884 ,3! 


2,063,179,5% 
1,894,613,4! 
48,903,7 
Oya. 


16,596,9: 
97,,992,0! 


2,063,179,5' 
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1976 


126,669,498 
16,023,032 
7,148,675 


149,841,205 


113,520,904 


7,301,254 
2,262,596 


6,174,348 
29,259, 102 


20,582,103 
6,674,000 


13,908,103 


3,700,000 


10,208,103 
6,001,911 


$1.74 


$1.28 


93,819,781 
309,233,551 
243,839,064 
3,256,169 


09,537,317 
2,407,337 


708,093,219 
568,154,940 
BOS, Silly, 
8,706,711 


13,327,099 
62,367,152 


708,093,219 


23 


(S/S) 


78,912,454 
8,280,917 
6,961,293 


94,154,664 


63,250,174 


5,782,380 
2,029,201 


4,522,565 
75,584,320 


18,570,344 
7,168,000 


11,402,344 


2,500,000 


8,902,344 
5,859,024 


$1:57 


$1.22 


72,384,304 
Ai2-235:659 
992,029,562 

2,676,771 


44,332,403 
4,503,676 


1,288,162,567 


1,138,843,282 


44,332,403 
38,707,482 

7,993,440 
58,285,960 


1,288,162,567 


1974 


60,570,599 
7,875,458 
5,805,109 


74,251,166 


57,641,229 
4,448,788 
1,642,455 


3,515,570 
67,248,042 


7,003,124 
1,873,000 


5,130,124 


300,000 


4,830,124 
4,493,332 


$0.89 


$0.83 


34,728,924 
123,638,717 
498,400,105 

2,426,178 


33,158,751 
6,545,316 


698,897,991 


620,459,651 
33,158,751 
940,293 
3,088,656 
41,250,640 


698,897,991 


1973 


36,138,972 
2,620,348 
3,099,738 


41,859,058 


28,033,069 
3,432,453 
1,256,339 


2,596,714 
35,313,575 


6,540,483 
2,756,000 


3,784,483 


200,000 


3,584,493 
3,398,869 


$0.89 


$0.84 


23599 Igoe 
82,571,877 
450,920,000 
H/T they) 


25,515,104 
2,473,760 


587,244,104 


522,155,648 
25,515,104 
2929 7:25 
2037 719 
34,005,848 


587,244,104 


1972 


21,654,146 
S77 102 
2,029,097 | 


24,840,819 


13,802,058 
3,024,282 
(hd EBS] 


Zyl, 287 


20,137,426 
4,703,393 
2,095,000 
2,608,393 


150,000 


2,458,393 
2,275,000 


$1.01 


$0.95 


16,018,236 
24,934,049 
332,992,363 
1,767,449 


13,254,107 
1,077,874 


390,004,078 


350,994,785 
13,254,107 
3,478,898 
2,280,354 
19,995,934 


390,004,078 


1971 


16,082,159 
1,424,983 
1,653,905 


19,161,047 


9,987,363 
2,859,442 
946,564 


1,547,257 
15,340,626 


3,820,421 
1,935,000 


1,885,421 


100,000 


1,785,421 
1,750,000 


$0.94 


$0.89 


18,218,169 
16,974,714 
242,220,746 
1,152,741 


9,296,374 
611,437 


288,474,181 


260,032,638 
9,296,374 
4,298,588 
1,708,040 

13,138,541 


288,474,181 


1970 


16,905,196 
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Twenty-Sixth Annual 
Meeting of the Shareholders 


Minutes of the Twenty-Sixth 
Annual Meeting of the Shareholders of 
The Mercantile Bank of Canada held at 
Le Chateau Champlain, Montreal, on 
Wednesday, the 9th day of January, 
1980, at 10:00 o'clock of the forenoon. 

The Chairman of the Bank, 

Mr. G. A. Costanzo, presided and the 
Secretary, Miss V. M. Henderson, acted 
as Secretary of the Meeting. In opening 
the Meeting, the Chairman introduced 
the officers present with him on the 
platform and also the Directors present 
at the Meeting. 

The notice of the Meeting 
having been sent to all Shareholders 
entitled to receive it and a quorum 
being reported present, the Chair- 
man declared the Meeting to be duly 
convened and constituted. 

With the consent of the Meeting, 
the Chairman appointed Mrs. R. E. 
Heard and Mrs. A. Meyer, both of The 
Royal Trust Company, to act as 
Scrutineers. 

Upon motion of Mr. E. D. H. 
Wilkinson, seconded by Mr. J. T. 
Johnson and carried, the Minutes of 
the last Annual Meeting held on 
December 13, 1978, were taken as 
read and confirmed. 

The Chairman then asked the 
Secretary to read the Directors’ Report 
to the Shareholders, omitting the 
Annual Statement and the Auditors’ 
Report as these had already been sent 
to all Shareholders and copies were in 
the hands of those present. 


Directors’ Report 

Your Directors take pleasure 
in submitting to you the Annual State- 
ment of the Bank for the year ended 
October 31, 1979, together with the 
Auditors’ Report. 


During the year representative 
offices were established in Windsor 
and Mississauga, Ontario and Saska- 
toon, Saskatchewan, which have 
expanded the Bank’s service outlets to 
a total of fourteen branches and five 
representative offices. In accordance 
with the Bank’s plans for diversifica- 
tion, Mercantile Leasing Limited — 
Crédit-Bail Mercantile Limitée was 
incorporated as a wholly-owned sub- 
sidiary; this company will become 
active early in 1980. 

The Directors wish to record their 
appreciation for services rendered by 
Mr. Louis R. Desmarais who resigned 
from the Board in April and by Mr. 
William T. Livingstone who resigned in 
October as a Director and from his 
position as Vice-President and Secre- 
tary of the Bank. They were replaced 
on the Board by Mr. William E. Bergen 
of Saskatoon, Saskatchewan and 
Mr. Michel Perron of La Sarre, Quebec. 

The contribution to the success of 
the Bank during the past fiscal year by 
all members of the staff is gratefully 
acknowledged. 

G. A. Costanzo 

Chairman 


Montreal, January 9, 1980 


The Chairman said that before 
moving the adoption of the Directors’ 
Report he would ask the President, 
Mr. Robert L. Davidson, to address the 
Meeting and would then ask Mr. T. 
Sean Ahern, Senior Vice-President, 
Administration, to deliver the report on 
the Bank’s operations. 

(Mr. Davidson’s remarks to 
shareholders and Mr. Ahern’s report on 
the Bank’s operations are reproduced 
on pages 2 and 8 respectively.) 

It was then moved by the 
Chairman and seconded by Mr. W. E. 
Bergen — 

That the Directors’ Report to the 
Shareholders, including the Annual 
Statement and the Auditors’ Report 
thereon, in respect of the Bank’s fiscal 
year ended October 31, 1979, be and 
the same is hereby approved and 
adopted. 

The Chairman proposed that the 
ballot on this motion be taken later in 
the Meeting. 


Directors 

The Chairman said that it was 
proposed that the present Directors, all 
of whom were eligible, be re-elected 
and he asked the Secretary to read their 
names. 

The Secretary then read the 
names of the persons proposed 
for election as Directors, namely: 

A. Bachand, H. A. Benham, W. E. Ber- 
gen, G. A. Costanzo, R. L. Davidson, 

C. W. Desch, M. Franklin, J. T. Johnson, 
R. F. B. Logan, B. R. B. Magee, M. Per- 
ron, R. D. Southern, H. A. Steinberg, 
H. H. Stikeman, J. H. Taylor, 

E. D. H. Wilkinson. 

Mr. D. A. McColl then nominated 
the persons whose names had been 
read by the Secretary for election as 
Directors of the Bank for the ensuing 
year and the Chairman proposed that a 
ballot be taken later in the Meeting. 


Auditors 

It was moved by Mr. J. H. Taylor 
and seconded by Mr. M. Franklin — 

That Mr. James R. Brown, CA. 
and Mr. Guy Amideneau, C.A. be 
appointed Auditors of the Bank for the 
current year and that their remunera- 
tion in that capacity be not more than 
$83,000. 

The Chairman proposed that the 
ballot on this motion be taken later in 
the Meeting. 


Amendment to Shareholders’ 
By-Law No. VIII 

In speaking to this motion to 
increase the aggregate amount which 
may be taken by the Directors from the 
funds of the Bank for their services as 
Directors, the Chairman explained that 
the proposed sum of $300,000 would 
provide flexibility for possible future 
expansion in Board and Committee 
memberships as well as adjustments in 
the fees as deemed appropriate. 

It was moved by Mr. A. Bachand 
and seconded by Mr. B. R. B. Magee — 

That Shareholders’ By-Law No. 
Vill be and is hereby amended by 
deleting, in the first sentence thereof, 
the words “one hundred and fifty” 
and substituting therefor the words 
“three hundred”. 

The Chairman proposed that the 
ballot on this motion be taken later in 
the Meeting. 


Chairman of Mercan- 
tile’s board, G. A. Costanzo, 
addresses the meeting with 
Robert L. Davidson on his 
left. 

Velma M. Henderson 
chats with director William E. 
Bergen. 

Director Robert F. B. 
Logan confers with Bernard J. 
Goyette (left) and Robert L. 
Davidson (right). 


Appointment of Proxies for the Bank’s 
Controlled Corporations 

In introducing this subject, 
the Chairman said: ‘‘Subsequent to 
the preparation of the Notice and 
Management Proxy Circular, the Bank’s 
wholly-owned leasing subsidiary, 
about which you have already been 
informed, was incorporated; that 
company will be activated in the near 
future and one or two other subsid- 
iaries may be formed during 1980. 
Under the provisions of the Bank Act, 
Shareholders are required to appoint 
persons to vote in the name of the 
Bank at meetings of controlled corpora- 
tions. It is therefore proposed to you 
that any one of Robert L. Davidson, 

T. Sean Ahern and Velma M. Henderson 
be so appointed.” 

It was moved by Mr. H. A. 
Benham and seconded by Mr. R. D. 
Southern — 

That any one of Robert L. David- 
son, T. Sean Ahern and Velma M. Hen- 
derson, acting alone, be and is hereby 
appointed the true and lawful attorney 
of The Mercantile Bank of Canada, 
for and in the name of The Mercantile 
Bank of Canada, to attend, act and 
vote or to appoint proxies to attend, 
act and vote at any and all meetings 
of shareholders of each corporation 
controlled by the Bank. 

The Chairman then directed that 
a ballot be taken for the election of 
Directors and on the motions to adopt 
the Directors’ Report, to appoint 
Auditors, to amend Shareholders’ 


By-Law No. VIIl and to appoint proxies 
for the Bank’s controlled corporations. 
Upon receiving the report of the 
Scrutineers, the Chairman declared 
that the four resolutions had been duly 
passed and that the persons who had 
been nominated as Directors of the 
Bank had been duly elected. 


The Meeting then terminated. 


G. A. Costanzo 
Chairman 


V. M. Henderson 
Secretary 


At the subsequent Meeting of the 
Board of Directors the following 
officers were elected: 
Chairman 
G. A. Costanzo 
President and Chief 
Executive Officer 
R.L. Davidson 
Vice President 
A. Bachand 
Vice President 
H. A. Benham 


Board of Directors 


Chairman 


G. A. Costanzo, New York 
Vice Chairman 
Citibank, N.A. 


President & Chief Executive 
Officer 
Robert L. Davidson, Montreal 


Vice Presidents 


André Bachand, Montreal 
Director 
Development Fund 
Université de Montréal 


Hugh A. Benham, Winnipeg 
Investment Counsel 


William E. Bergen, Saskatoon 
Consultant 


Carl W. Desch, New York 
Senior Vice President & 
Cashier 
Citibank, N.A. 


Mitchell Franklin, Saint John 
President 
Franklin Group of Companies 


John f.Johbnson, O.C] Toronto 
Partner 
Borden & Elliot 


*Robert F. B. Logan, New York 
Executive Vice President 
Citibank, N.A. 


Brian R. B. Magee, Toronto 
Deputy Chairman 
Markborough Properties 
Limited 


Michel Perron 
La Sarre, Quebec 
Chairman & Chief Executive 
Officer 
Normick Perron Inc. 


Ronald D. Southern, Calgary 
President & Chief Executive 
Officer 
ATCO LTD: 


H.Arnold Steinberg, Montreal 
Executive Vice President 
Finance and Development 
Steinberg Inc. 


H.Heward Stikeman, Q.C. 
Montreal 
Senior Partner 
Stikeman, Elliott, Tamaki, 
Mercier & Robb 


John H. Taylor, Toronto 
Chairman 
North American Life 
Assurance Company 


George J. Vojta, New York 
Executive Vice President 
Citibank, N.A. 


Edward D. H. Wilkinson, Q.C. 
Vancouver 
Partner 
Russell & DuMoulin 


*resigned February 1, 1980 


Executive Officers 


Head Office 


President and Chief Executive 
Officer 


Robert L. Davidson 


Senior Vice Presidents 


T.Sean Ahern 
Administration 


Patrick F. Bowditch 
Credit 


Raymond M. Roy 
Investment and Exchange 


Vice Presidents 


Gillian Barnes 
Personnel 
Training and Development 


Nathan Bossen 
Corporate Planning 


Maurice M. Christens 
Chief Inspector 


Harvey Elman 
Real Estate 


Reginald Noseworthy 
Data Processing 


Luc Pelland 
Investment and Exchange 


Gilles A. Séguin 
Training and Development 


Heinz K. Weindler 
Chief Accountant 


Paul E. Wilson 
Leasing 


Myron Zbyradowski 
Investment and Exchange 
Corporate Secretary 


Velma M. Henderson 


Banking Divisions 
Eastern 


Senior Vice President 


Bernard J. Goyette 


Vice Presidents 


Larry Pirnak 
Montreal 


Jean A. Plamondon 
Québec 


Central 


Senior Vice President 


John E. Pierce 


Vice Presidents 


Allan E. Jenner 
Western Ontario 


James S. Parsons 
Toronto 


J.Scott Shelly 
Hamilton 


Western 


Senior Vice President 


Duncan Campbell 


Vice Presidents 


Lloyd M. Craig 
Calgary 


Bryan A. Dudek 
Winnipeg 


F.Derek McLearon 
B.C. Interior 


Alan J. Pyle 
Edmonton 


Brian McL. Romer 
Vancouver 


Merchant Banking 


Executive Vice President 
and Chief General Manager 


Walter A. Prisco 


Vice President 


John R. Groves 
International 


Vice President 
James A. W. Van Slyck 
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Offices of the Bank 
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Head Office 


625 Dorchester Blvd. West 
Montreal, Quebec 
(514) 871-2500 


Banking Divisions 
Eastern 


Halifax 

1681 Granville Street 

(902) 429-3030 
James McCallion 
Manager 


Saint John, N.B. 

2 King Street 

(506) 657-5790 
William McLaney 
Manager 


Quebec City 
580 Grande Allée East 
(418) 647-2921 
Jean A. Plamondon 
Vice President 


Montreal 
625 Dorchester Blvd. West 
(514) 871-2500 

Larry Pirnak 

Vice President 


Ottawa 

350 Sparks Street 

(613) 238-8385 
Robert H. Bériault 
Manager 


Central 


Toronto 
120 Adelaide Street West 
(416) 361-7200 

James S. Parsons 

Vice President 


Hamilton 
47 James Street South 
(416) 526-0670 

J. Scott Shelly 

Vice President 


Kitchener 

22 Frederick Street 

(519) 579-4680 
John O. Kiervin 
Manager 


London 

272 Dundas Street 

(519) 679-0901 
J. Raymond R. McManus 
Manager 


Western 


Winnipeg 
305 Broadway Avenue 
(204) 944-9355 
Bryan A. Dudek 
Vice President 


Regina 

1863 Victoria Avenue 

(306) 525-9161 
Charles A. Hughes 
Manager 


Edmonton 
10030 Jasper Avenue 
(403) 424-3161 

Alan J. Pyle 

Vice President 


Calgary 
441, 5th Avenue, S.W. 
(403) 262-6961 

Lloyd M. Craig 

Vice President 


Vancouver 
1177 West Hastings Street 
(604) 684-8411 

Brian McL. Romer 

Vice President 


Merchant Banking 


Suite 6940 
First Canadian Place 
Toronto, Ontario 
(416) 868-6880 
Walter A. Prisco 
Executive Vice President 


and Chief General Manager 


International 


Suite 6940 
First Canadian Place 
Toronto, Ontario 
(416) 868-6880 
James A. W. Van Slyck 
Vice President 


Representative Offices 


Mississauga 
55 City Centre Drive 
(416) 276-9464 
lan Croskell 
Senior Account Manager 


Windsor 
Suite 610, Canada Building 
(519) 255-9900 
Peter Churchill-Smith 
Senior Account Manager 


Saskatoon 
970-606 Spadina Crescent 
(306) 665-8313 

John Helms 

Account Manager 


Kamloops, B.C. 
175, 2nd Avenue 
(604) 374-5977 
Ralph W. Yeo 
Senior Account Manager 


Los Angeles, California 

515 South Flower Street 

(213) 488-0166 
Representatives 
Donald A. Anderson 
Gregory H. Finch 
James C. Poff 


Oil and Gas Department 


Calgary Branch 
441, 5th Avenue, S.W. 
(403) 262-6961 
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La version francaise de ce 
rapport est disponible a 
l’adresse suivante: 


Affaires publiques 

La Banque Mercantile du Canada 
C. P. 520, Succ. post. “A” 
Montréal, Québec 

Canada 
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The Mercantile Bank of Canada 
625 Dorchester Blvd. West 
Montreal, Quebec 

Canada 
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